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1928... limited knowledge, unlimited horizons 


Our Cover - In 40 years of corporate 
existence Home Oil has seen the oil industry 
move from the pick-and-shovel past to the 
computerized present. The front part of the 
report highlights this evolution. The fold- 
out illustrates the way Home and other early 
oil companies pioneered in Turner Valley, 
birthplace of Home Oil Company Limited. 
The front cover depicts the Company’s 
current broad spectrum of interests in ex- 
ploration, production, processing and pipe- 
lines, capped with a picture of the latest 
exploration play on the North Slope of 


Alaska. 
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Annual General Meeting 


The annual general meeting of shareholders: 
will be held at 11:00 a.m. April 29, 1969, at 
the head office of the Company, Calgary, 
Alberta. 


These historic pictures of Turner Valley were obtained through the kind co-operation of the Glenbow — Alberta Institute. 
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CALGARY, ALBERTA MAY 7, 1968 


TO THE SHAREHOLDERS: 


The Annual and Special General Meeting 
of shareholders was held at the Head Office 
of the Company in Calgary, Alberta on April 
25, 1968. Shareholders holding 1,720,971 
Class B shares were present either in per- 
son or by proxy representing 75% of the 
Class B shares entitled to vote at the meet- 
ing. The shareholders were asked to approve 
By-Laws 23, 24 and 25 dealing with amend- 
ments to the Company’s By-Laws and 
Letters Patent and the creation of Preferred 
Shares. In excess of 99% of the shares 
represented at the meeting voted in favor 
of all three by-laws. 


In my address to the shareholders at the 
meeting, | made the following comments 
about the Company’s operations: 


‘“‘In our Annual Report, | expressed optim- 
ism as to the outlook for the marketing 
of Canadian crude oil and natural gas in 
future years. This optimism has been 
borne out in 1968 by a very substantial 
increase in demand for Alberta crude oil 
over that experienced in 1967. Recently 
the estimated crude oil production in Al- 
berta for the month of July, 1968 was 
projected to be substantially greater than 
the July demand in 1967, which was 
materially inflated by the Middle East 
war. This increased production in 1968, 
together with improved sales for natural 
gas and its by-products, has favorably 
affected our earnings for the first quarter 
of 1968. 


Net earnings for this period amounted 
to $1,451,000 or 29 cents per share, as 
compared with $1,211,000 or 24 cents 
per share in the first quarter of 1967. In 
addition, in the first quarter of 1968 
we realized a gain of $178,000 or 3.5 
cents per share on the sale of certain 
securities. Net flow of funds from opera- 
tions amounted to $3,463,000 or 69 
cents per share, as compared with 
$2,748,000 or 55 cents per share for the 
same period in 1967. Gross revenue for 


the first quarter of the year amounted to 
$6,363,000 an increase of 14.9% over a 
comparable amount of $5,536,000 in 
1967. Crude oil and natural gas liquids’ 
production increased 15.9% to 16,127 
barrels per day from 13,911 barrels in 
1967. Natural gas sales averaged 74.7 
million cubic feet per day, compared with 
68.6 million cubic feet in 1967 and sul- 
phur sales amounted to 10,231 long tons, 
as compared with 5,250 long tons in 
1967. 


In line with our growing diversification 
into the natural gas liquids marketing 
field, in April, 1968 we acquired all of 
the outstanding shares of Union Pet- 
roleum Corporation of Tulsa, Oklahoma, 
in exchange for Class A shares of Home. 
Union is engaged in the wholesale market- 
ing of natural gas liquid products in the 
United States. These products are handl- 
ed through Union’s large fleet of jumbo 
tank cars, transport truck fleet, storage 
and terminal facilities. Included in the 
acquisition of Union were its interests in 
Can-Am Liquids, Ltd. and Can-Am Trans- 
portation, Inc. which now makes these 
companies wholly-owned by Home. As a 
result of the purchase of Union, Home, 
through its subsidiaries will be market- 
ing initially in excess of 350,000,000 
gallons of product a year and will operate 
a fleet of over 350 jumbo tank cars. 

As you know, your Company is _ pri- 
marily an oil and gas exploration company 
and in 1967 our expenditures in this 
category amounted to a record $6.6 
million. In 1968 we expect to spend in 
excess of $7.5 million.’ 

Mr. G. J. Blundun, Vice-President, Explor- 
ation reviewed our 1968 exploration pro- 
gram and his comments are summarized as 
follows: 

The Lockton #7 well in Yorkshire, 
England encountered the Middle Mag- 
nesian Carbonate formation during March, 


a gas well. It is located one mile east of 
the Lockton #2A gas discovery. Gas 
flowed at the rate of 35.5 million cubic 
| feet per day from the top 40 feet of a net 
| pay thickness of 128 feet. The gross 
section measured 160 feet, and the ab- 
solute open flow potential is calculated at 
122 million cubic feet per day. Another 
exploratory well about three miles west 
| of the capped gas well at Ralph’s Cross 
_ is planned for this summer. 
The Company drilled three wells in 
Northwestern Alberta this past winter, one 
of which was a gas well, Home Chieftain 
| Blue Crown 6-10-120-3 Wé6th. The other 
two were dry and abandoned. These wells 
| were drilled in search of production from 
| the Keg River formation. A rumored oil 
discovery by another company is within 
two miles of one of our reservations on 
which a seismic program was completed 
late this winter. 
| The Company also participated in the 
discovery of a gas well at Brazeau in the 
| first quarter of 1968, and is currently 
| drilling another at Whitecourt. Plans are 
underway for additional exploration and 
drilling for gas in West Turner Valley, not 
far from the recent Quirk Creek gas dis- 
covery made by another company, and in 
the Westward Ho area. 
| At the Directors’ Meeting following the 
| Shareholders’ Meeting, a dividend of 17.5 
| cents per share was declared on the Class 
| A and Class B shares of the Company, pay- 
| able July 1, 1968 to shareholders of record 
jon June 7, 1968. The directors also ap- 
pointed Mr. W. T. Wilkinson as Vice- 
|| President, Marketing. 
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Calgary, Alberta 
May 7, 1968. 
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HOME OIL COMPANY LIMITED 


TO THE SHAREHOLDERS: 


The net earnings, before a special credit, 
for the year 1967 amounted to $5,048,000 
($1.01 per share). In 1966, net earnings were 
$4,898,000 ($0.99 per share). The special 
credit of $261,000 in 1967 arose from the sale 
of securities and raised the net earnings to 
$5,309,000 or $1.06 per share. Net earnings 
including the special credit but before de- 
ferred income taxes were $7,408,000 ($1.48 
per share) in 1967, compared with $6,935,000 
($1.40 per share) in 1966. 

Gross revenue increased to $23,320,000 in 
1967, from $21,634,000 in the previous year. 
Net cash flow from operations amounted to 
$11,628,000 ($2.33 per share), compared with 
$10,632,000 ($2.15 per share) in 1966. Pro- 
duction of crude oil and natural gas liquids 
averaged 14,291 barrels per day, an increase 
of 6.6% over the 1966 production of 13,400 
barrels per day. Natural gas sales were 61.0 
million cubic feet per day compared with 
56.8 million cubic feet per day in 1966, an 
increase of 7.5%. Sulphur sales more than 
doubled to 42,182 long tons in 1967, from 
20,343 long tons in 1966. 

In December, 1967, Home completed the 
sale of $7,000,000 (U.S.) 6 7/8% Secured 
Bonds due January 1, 1983. The issue was 
sold privately to two insurance companies in 
the United States and the proceeds were 
used to reduce bank indebtedness. 


In the latter part of 1967, the Company 


purchased 650,000 common shares of Union 
Gas Company of Canada, Limited at a cost 
of $9,656,000. 

During the current winter drilling season 
the Company will participate in the drilling 
of four exploratory wells in the Bistcho 
Lake - Meander River areas of Northwestern 
Alberta. Two of these have already been 
drilled — one dry and abandoned, the other 
a capped gas well. One other well in Central 
Alberta was dry, and another is currently 
drilling. Three stratigraphic tests seeking 
the Winnipegosis reef have been drilled and 
abandoned in the Winefred Lake area of 
Saskatchewan. Elsewhere four wells are 
presently being drilled by other companies 
on lands farmed out by Home. In the United 
Kingdom, Lockton No. 7, located a mile east 
of the major gas discovery, Lockton 2A, 
spudded late in January. The results of this 
well will be known early in March. The Com- 
pany considers it significant that it holds 
about 49,000 acres of land in the general 
area of the recent Quirk Creek gas discovery 
west of the Turner Valley oilfield, and a 
3314% interest in 126,000 acres extending to 
within two miles of a rumoured oil discovery 
in the Steen River area of Northwestern 
Alberta. 

The 1967 annual report will be mailed to 
shareholders in the early part of April, 1968. 

R. A. Brown, Jr. 
President and 


March 1, 1968 


Managing Director. 


CONSOLIDATED STATEMENT OF EARNINGS 1967 1966 
REVENUE 
Operating revenue . : $20,039,000 $18,176,000 
Interest and dividends . 3,281,000 3,458,000 
$23,320,000 $21,634,000 
EXPENSE 
Operating and Salas Spee 6,235,000 5,310,000 
Amortization . f 2,637,000 2,306,000 
Depreciation . 1,471,000 1,276,000 
Interest expense 5,830,000 . 5,807,000 
$16,173,000 $14,699,000 
Net earnings before deferred income taxes 7,147,000 6,935,000 
DEFERRED INCOME TAXES . Spee 9 2,099,000 2,037,000 
NET EARNINGS before special credit . . 5,048,000 4,898,000 
SPECIAL CREDIT - Gain on sale of securities 261,000 — 
NET EARNINGS $ 5,309,000 $ 4,898,000 
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HOME OIL COMPANY LIMITED 


TO THE SHAREHOLDERS: 


The net earnings, before a special credit, 
for the year 1967 amounted to $5,048,000 
($1.01 per share). In 1966, net earnings were 
$4,898,000 ($0.99 per share). The special 
credit of $261,000 in 1967 arose from the sale 
of securities and raised the net earnings to 
$5,309,000 or $1.06 per share. Net earnings 
including the special credit but before de- 
ferred income taxes were $7,408,000 ($1.48 
per share) in 1967, compared with $6,935,000 
($1.40 per share) in 1966. 

Gross revenue increased to $23,320,000 in 
1967, from $21,634,000 in the previous year. 
Net cash flow from operations amounted to 
$11,628,000 ($2.33 per share), compared with 
$10,632,000 ($2.15 per share) in 1966. Pro- 
duction of crude oil and natural gas liquids 
averaged 14,291 barrels per day, an increase 
of 6.6% over the 1966 production of 13,400 
barrels per day. Natural gas sales were 61.0 
million cubic feet per day compared with 
56.8 million cubic feet per day in 1966, an 
increase of 7.5%. Sulphur sales more than 
doubled to 42,182 long tons in 1967, from 
20,343 long tons in 1966. 

In December, 1967, Home completed the 
sale of $7,000,000 (U.S.) 6 7/8% Secured 
Bonds due January 1, 1983. The issue was 
sold privately to two insurance companies in 
the United States and the proceeds were 
used to reduce bank indebtedness. 


In the latter part of 1967, the Company 


purchased 650,000 common shares of Union 
Gas Company of Canada, Limited at a cost 
of $9,656,000. 

During the current winter drilling season 
the Company will participate in the drilling 
of four exploratory wells in the Bistcho 
Lake - Meander River areas of Northwestern 
Alberta. Two of these have already been 
drilled — one dry and abandoned, the other 
a capped gas well. One other well in Central 
Alberta was dry, and another is currently 
drilling. Three stratigraphic tests seeking 
the Winnipegosis reef have been drilled and 
abandoned in the Winefred Lake area of 
Saskatchewan. Elsewhere four wells are 
presently being drilled by other companies 
on lands farmed out by Home. In the United 
Kingdom, Lockton No. 7, located a mile east 
of the major gas discovery, Lockton 2A, 
spudded late in January. The results of this 
well will be known early in March. The Com- 
pany considers it significant that it holds 
about 49,000 acres of land in the general 
area of the recent Quirk Creek gas discovery 
west of the Turner Valley oilfield, and a 
3344% interest in 126,000 acres extending to 
within two miles of a rumoured oil discovery 
in the Steen River area of Northwestern 
Alberta. 

The 1967 annual report will be mailed to 
shareholders in the early part of April, 1968. 

R. A. Brown, Jr. 
President and 


March 1, 1968 Managing Director. 


CONSOLIDATED STATEMENT OF EARNINGS 1967 1966 
REVENUE 
Operating revenue. . . $20,039,000 $18,176,000 
Interest and dividends . 3,281,000 3,458,000 
$23,320,000 $21,634,000 
EXPENSE 
Operating and eeuele expense . 6,235,000 5,310,000 
Amortization . : oe eke 2,637,000 2,306,000 
Depreciation . 1,471,000 1,276,000 
Interest expense 5,830,000 5,807,000 
$16,173,000 $14,699,000 
Net earnings before deferred income taxes 7,147,000 6,935,000 
DEFERRED INCOME TAXES. . . ers 2,099,000 2,037,000 
NET EARNINGS before special eredit eee 5,048,000 4,898,000 
SPECIAL CREDIT - Gain on sale of securities 261,000 — 
NET EARNINGS $ 5,309,000 $ 4,898,000 
President 


Calgary, Alberta 
August 12, 1968 
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HOME OIL COMPANY LIMITED 


TO THE SHAREHOLDERS: 


The net earnings, before a special credit, 
for the year 1967 amounted to $5,048,000 
($1.01 per share). In 1966, net earnings were 
$4,898,000 ($0.99 per share). The special 
credit of $261,000 in 1967 arose from the sale 
of securities and raised the net earnings to 
$5,309,000 or $1.06 per share. Net earnings 
including the special credit but before de- 
ferred income taxes were $7,408,000 ($1.48 
per share) in 1967, compared with $6,935,000 
($1.40 per share) in 1966. 

Gross revenue increased to $23,320,000 in 
1967, from $21,634,000 in the previous year. 
Net cash flow from operations amounted to 
$11,628,000 ($2.33 per share), compared with 
$10,632,000 ($2.15 per share) in 1966. Pro- 
duction of crude oil and natural gas liquids 
averaged 14,291 barrels per day, an increase 
of 6.6% over the 1966 production of 13,400 
‘ barrels per day. Natural gas sales were 61.0 
million cubic feet per day compared with 
56.8 million cubic feet per day in 1966, an 
increase of 7.5%. Sulphur sales more than 
doubled to 42,182 long tons in 1967, from 
20,343 long tons in 1966. 

In December, 1967, Home completed the 
sale of $7,000,000 (U.S.) 6 7/8% Secured 
Bonds due January 1, 1983. The issue was 
sold privately to two insurance companies in 
the United States and the proceeds were 
used to reduce bank indebtedness. 


In the latter part of 1967, the Company 


purchased 650,000 common shares of Union 
Gas Company of Canada, Limited at a cost 
of $9,656,000. 

During the current winter drilling season 
the Company will participate in the drilling 
of four exploratory wells in the Bistcho 
Lake - Meander River areas of Northwestern 
Alberta. Two of these have already been 
drilled — one dry and abandoned, the other 
a capped gas well. One other well in Central 
Alberta was dry, and another is currently 
drilling. Three stratigraphic tests seeking 
the Winnipegosis reef have been drilled and 
abandoned in the Winefred Lake area of 
Saskatchewan. Elsewhere four wells are 
presently being drilled by other companies 
on lands farmed out by Home. In the United 
Kingdom, Lockton No. 7, located a mile east 
of the major gas discovery, Lockton 2A, 
spudded late in January. The results of this 
well will be known early in March. The Com- 
pany considers it significant that it holds 
about 49,000 acres of land in the general 
area of the recent Quirk Creek gas discovery 
west of the Turner Valley oilfield, and a 
33144% interest in 126,000 acres extending to 
within two miles of a rumoured oil discovery 
in the Steen River area of Northwestern 
Alberta. 

The 1967 annual report will be mailed to 
shareholders in the early part of April, 1968. 

R. A. Brown, Jr. 
President and 


March 1, 1968 


Managing Director. 


CONSOLIDATED STATEMENT OF EARNINGS 1967 1966 
REVENUE 
Operating revenue. . . $20,039,000 $18,176,000 
Interest and dividends . 3,281,000 3,458,000 
$23,320,000 $21,634,000 
EXPENSE 
Operating and general expense . 6,235,000 5,310,000 
Amortization . BAO ws aerlte 2,637,000 2,306,000 
Depreciation . 1,471,000 1,276,000 
Interest expense 5,830,000 5,807,000 
$16,173,000 $14,699,000 
Net earnings before deferred income taxes 7,147,000 6,935,000 
DEFERRED INCOME TAXES . iia Aaa 2,099,000 2,037,000 
NET EARNINGS before special credit 5,048,000 4,898,000 
SPECIAL CREDIT - Gain on sale of securities 261,000 — 
NET EARNINGS $ 5,309,000 $ 4,898,000 


MAP OF ALASKA 


180 (0) 180 360 540 720 
Scale Miles 


ARCTIC SLOPE 


BEAUFORT SEA 


° 
AKLAVIK 


General Area of Exploratory Activity 


in which Home Oil has Acreage 


@® FAIRBANKS 


AVL AUS KA 


GULF OF ALASKA 


KODIAK 


ATLANTIC-HUMBLE 
DISCOVERY WELLS 


BEAUFORT 


shanreviedh : ee ae ee ae cee Senn, a ; % A \ BRITISH PETROLEUM 
NAVAL PETROLEUM Loc. (Proposed) _ Rackccopiee 
RESERVE No. 4 a a a : 


i nt ee PAN AM 
a = ss Salat 2 : (Location) 
_UMIAT FIELD : 
(oil & : 


meats 


qos” 


“ATLANTIC. RICHFIELD/ F 
®. DEVELOPMENT CONTRACT -— 
jum. AREA 


MAP OF ARCTIC SLOPE 
— ALASKA — 


HOME OIL COMPANY OF CANADA 
LAND HOLDINGS, 


20 0 20 40 60 
—— = 
TOTALING 269,345 ACRES Scale Miles 


August 12, 1968 


ARI4 


The Great Lakes Gas Transmission Company, 50% 
owned by Trans-Canada Pipe Lines Limited, will | 
have its pipeline completed and delivering gas prior 
to November 1, 1968. The 36” line, having an initial 
capacity of 500 million cubic feet per day, is being 
constructed from a point near Emerson, Manitoba, 
to Sarnia, Ontario, a distance of 971 miles. This 
major construction project, a great international effort, 
will meet the market requirements of Eastern 


Great Lakes Project 


Canadian consumers this winter and will assure a 
long-term market outlet for Western Canadian 
producers. Home Oil Company Limited continues 
to hold 1,291,885 Common Shares and 150,000 — 
$2.75 Cumulative Redeemable Convertible Preferred 
Shares — Series A of Trans-Canada Pipe Lines Limited. 


Redemption of Convertible Debentures 


We would also like to draw your attention to 

our recent announcement that the Company was 

calling for redemption its 512% Convertible Subor- 

dinated Debentures due December 1, 1984. These 
Debentures are convertible into Class A Shares of 
™™ the Company at a price of $20.00 per share. If, as | 
expected, these Debentures are fully converted into \ Dee icy 
Class A Shares, the Company’s long term debt will HOME Ol COMEFAN Y 


be reduced substantially with a corresponding 
strengthening in its equity base. The Company’s 
over-all cash flow will be significantly improved as 
the reduction in interest charges and sinking fund 

payments on these Debentures will be substantially 

greater than the increase in dividend payments on 

the added number of shares which will be outstand- 5 aos ee Te EES 2. Sa 
ing. (The next dividend on Home shares will be paid 

on January 1, 1969.) 


Sale of Securities 


SPECIAL REPORT 


Thus far in 1968, the Company has sold certain 
securities for a total consideration of $14,224,000 and 


has realized a gain of $3,271,000. to the 
SHAREHOLDERS 
G2 q. (ps . 
President 
CE Ee CALGARY, ALBERTA OCTOBER 7, 1968 


October 7, 1968 


HOME OIL COMPANY LIMITED 


TO THE SHAREHOLDERS: 


Net earnings before special credit were $2,312,000 or 45 cents per share for the first half of 1968 as 
compared with $2,116,000 or 42 cents per share for the same period of 1967. In addition, during the first 
six months of 1968 the Company realized a gain of $352,000 or 7 cents per share from the sale of securities. 
Net flow of funds from operations amounted to $6,062,000 or $1.18 per share, an increase of 16.6% over 
the $5,198,000 or $1.03 per share generated during the same period last year. Gross revenue from opera- 
tions and investments was $12,526,000 for the first half of 1968, an increase of 11.9% over gross revenue 
of $11,196,000 in 1967. Home’s increased revenue results from a higher demand for Canadian crude, 
increased sales of natural gas and higher natural gas liquids sales due to the Carstairs natural gas liquids 
recovery facilities being on stream for the entire first half of 1968. Sales of sulphur to June 30, 1968 were 
less than last year, however, increased sales during the last half of the year are forecast to bring sulphur 
sales for the year to a level in excess of the quantity sold in 1967. 


During the second quarter, the Company exercised its right to purchase 161,486 $2.75 Cumulative 
Redeemable Convertible Preferred shares of Trans-Canada Pipe Lines Limited for a cost of $8,074,300. 
In June, 8,468 of these shares were sold. 


Crude oil and natural gas liquids production increased 14.0% to 15,734 barrels per day from 13,802 
barrels per day in 1967. Natural gas sales averaged 68.7 million cubic feet per day, compared with 58.2 
million cubic feet in 1967. Sulphur sales amounted to 17,923 long tons as compared with 26,220 long 
tons for the same period last year. 


The financial statements in this report include the results of Union Petroleum Corporation for the 
three months ended June 30, 1968 with comparative figures for the prior year. Union was acquired in 
April, 1968 and because this acquisition has been accounted for as a pooling of interest, Union’s financial 
results for the three months ended June 30, 1967 are included with Home’s comparative financial results 
for the prior year. Historically, Union experiences losses each year during the period from April through to 
the commencement of the heating season in November. This is due to the fact that wholesale L.P.G. 
marketing companies like Union pay the costs of acquiring and storing product during this period and 
do not experience a large sales volume until the months of December through March. Because of this 
situation, Union Petroleum Corporation incurred losses of approximately $200,000 for the three months 
ended June 30, 1968 and for the same period in 1967. In order to facilitate financial reporting it will be 
necessary to change Union Petroleum Corporation’s year-end from March 31, 1969 to December 31, 1968. 
This will have the effect of reducing the profits of Union in 1968. 


Your Company continues to carry on an active exploration program in Western Canada and in the 
United Kingdom. Exploration expenditures for 1968 are expected to be in excess of $8.5 million which 
is the highest level of exploration expenditure in the Company’s history. Plans to drill the first well in 
the North Sea have been postponed at least until 1969. 


Discussions were held in the United Kingdom during June with the Gas Council relating to the 
evaluation of the Lockton reservoir and the proposed agreement for the sale of gas. The Company is 
currently awaiting receipt of Gas Council’s proposed agreements and once these have been studied by 
Home, negotiations will resume. It is felt that the earliest that Lockton gas will be sold will be in the fall 


of 1970. 

Two major United States oil companies have recently announced a significant discovery on the north 
slope of Alaska. Recoverable reserves of from 5 to 10 billion barrels in the field discovered have been 
estimated. If the estimated reserves became a reality, this will serve to narrow the gap between demand 
and supply of crude oil in the United States resulting in less reliance upon foreign crude. Your Company 
does not feel however that the special status granted Canadian crude by the United States Government 


will be affected. 
Calgary, Alberta 


August 12, 1968 President 


HOME OIL COMPANY LIMITED AND SUBSIDIARY COMPANIES 


CONSOLIDATED STATEMENT OF EARNINGS 


For the Six Months ended June 30, 1968 


REVENUE 


OPeraling. TEVENUE Fasc cere eo yee |e ree 


Interestrandedividends: 731 Sa 6 eee 


EXPENSE 


Operating: Expenses. va 2. ercdinn see + oa eee eee 
General and administrative expense ......|..........- 
ANMOKUZAlON ac tars ets eee seek eee ore ae cle en 
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Interest and expense on long term debt .............. 


Other interest 2. cies ae ote ee 0 ee ee 


Net earnings before deferred income taxes .........%. 
DEFERRED INGOMIE TAXES: 2% oarcc cere fee ie mar nee 
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$10,756,000 
1,770,000 
12,526,000 


1,717,000 
1,787,000 
1,532,000 

748,000 
2,944,000 

338,000 
9,066,000 
3,460,000 
1,148,000 
273 12,000 


352,000 


$ 2,664,000 


$ 0.52 


$ 9,698,000 
1,498,000 


11,196,000 


1,551,000 
1,627,000 
1,295,000 
741,000 
2,826,000 
35,000 


8,075,000 


3,121,000 


1,005,000 


2,116,000 


> 2,116,000 


0.42 


CONSOLIDATED STATEMENT OF SOURCE AND USE OF FUNDS 


For the Six Months ended June 30, 1968 


FUNDS WERE OBTAINED FROM 
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Add charges to earnings not requiring funds including 
depreciation, amortization and deferred income taxes 
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Increase (decrease) in working capital ................ 
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$ 4,463,000 
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1,534,000 
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(8,226,000) 
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$ 6,362,000 
1,665,000 
1,486,000 
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11,620,000 
(6,307,000) 
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FINANCIAL AND 


OPERATING HIGHLIGHTS 


FINANCIAL 


(Dollars in thousands except per share amounts) 


First Half 
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the glow from the flares lit the prairies... 


This is the 40th Annual Report of Home Oil Com- 
pany Limited and this portion of the report is a review 
of highlights from these 40 years. 

For the first 25 years of its existence, Home Oil was 
directed by a pioneer of the Canadian oil industry, 
Major James R. Lowery. Under Major Lowery, the 
Company was active and successful in the early days 
of Turner Valley. Following the economic collapse of 
1929 Home Oil was dormant until the discovery of 
crude oil by the Turner Valley Royalties #1 well in 
1936. The Company was then reactivated and drilled 
more than 40 successful oil wells in the north end of 
the field. 

Turner Valley Royalties Limited was organized in 
1934 by R. A. Brown, Sr., G. M. Bell and J. W. Moyer. 
With the Turner Valley Royalties success in 1936, 
R. A. Brown, Jr., current president of Home Oil, be- 
came actively engaged in the oil industry, through the 
formation of Brown, Moyer and Brown Limited. 
Federated Petroleums, Ltd., was incorporated in 1938 
to consolidate the holdings of the Brown family. In 
1951 Federated Petroleums became the largest share- 
holder of Home Oil and in 1955 these two pioneer 
companies were amalgamated into a single unit - 
Home Oil Company Limited. 

- Following the union with Federated, Home Oil 
entered a most expansive and productive era. It par- 
ticipated in the discoveries of the Erskine, Harmattan- 
Elkton, Westward Ho, Swan Hills and Virginia Hills 


oil fields and the Nevis and Carstairs gas fields. These 
discoveries paved the way for the building of the 
Cremona and Federated pipe line systems and several 
gas processing plants. 


Recently, the Company participated in the con- 
struction of a liquefied petroleum gas storage and 
processing plant at Hardisty and acquired a subsidiary 
engaged in the marketing and _ transportation of 
liquefied petroleum gases. The Company has been a 
major shareholder of Trans-Canada Pipe Lines Limited 
for more than ten years. 


In 1963 the Company expanded its exploration 
activities to the United Kingdom by acquiring large 
land holdings in Yorkshire. A year later exploration 
rights were obtained on two blocks in the North Sea. 
An important natural gas discovery was made on the 
Yorkshire properties in 1966 with the drilling of the 
Lockton 2A well. Plans for a plant to process this gas 
are being finalized and it is anticipated that gas will 
be marketed in 1970. 

In 1968 the attention of the petroleum world 
focused on the North Slope of Alaska with the dis- 
covery, by Atlantic Richfield and Humble Oil, of what 
is one of the largest petroleum accumulations known 
in the world today. As the fortieth year drew to a 
close, Home Oil secured a position in the North Slope 
area through the acquisition of substantial land hold- 
ings and a large investment in shares of Atlantic 
Richfield Company. 


HIGHLIGHTS 


Gross revenue up 5.2% | 

Daily crude oil production up 8.3% 

Daily natural gas liquids production up 21.3% 
Daily natural gas sales up 10.2% 


The Company acquired 331,000 shares of Atlantic Richfield Company in 1968 
1,005,605 Class A shares issued on conversion of 542% Convertible 


Subordinated Debentures 


e The Company acquired substantial landholdings in the North Slope area of Alaska 


A Comparative Summary 


Gross Revenue 
Net Flow of Funds from Operations 
Per Share 
Net Earnings 
Per Share 
Number of Shareholders 
Average Shares Outstanding 
Working Capital (Deficiency) 
Exploration Expenditures 
Development Expenditures 


Production and Sales 
Crude Oil Production — barrels per day 
Natural Gas Liquids Production — barrels per day 
Natural Gas Sales — thousand cubic feet per day 
Sulphur Sales — long tons 


1968 


$ 25,405,000 
$ 11,610,000 
$ 2.16 
$ 10,796,000 
$ 2.01 
13,200 
5,363,000 
$ (42,315,000) 
$ 15,282,000 
$ 1,883,000 


13,118 

2,639 
67,237 
38,182 


1967 


$24,158,000 
$11,130,000 
$ 2.20 
$ 5,184,000 
$ 1202 
13,000 
5,059,000 
$ (3,529,000) 
$ 6,597,000 
$ 2,723,000 


42,115 

2,176 
61,033 
42,182 


Pipeline Gatherings 
Cremona Pipe Line Division — barrels per day 
Federated Pipe Lines Ltd. — barrels per day 


37,193 
140,235 


39,268 
156,001 


To the Shareholders of Home Oil Company Limited 


On behalf of the Board of Directors, | am pleased 
to present the fortieth Annual Report of Home Oil 
Company Limited. 


Financial 


In 1968, a number of interesting and important 
financial developments highlighted the year’s activities. 
Gross revenue from all sources reached an all-time 
high of $25,405,000, an increase of $1,247,000 or 
5.2% over 1967. 


Net earnings before the extraordinary item were 
$4,453,000 for the year or $0.83 per share, compared 
with $4,923,000 or $0.97 per share in 1967. The 1967 
figures have been adjusted to reflect the earnings of 


Union Petroleum Corporation accounted for on the 
pooling of interest basis and detailed in other sections 
of this report. In addition, the 1968 figures reflect the 
issuance of 1,011,205 common shares during the year. 
The extraordinary item of $6,343,000 in 1968 arose 
from the sale of certain investments, including the 
Company’s entire holdings of Union Gas Company of 
Canada, Limited, the Convertible Preferred Shares of 
Trans-Canada Pipe Lines Limited and 52,560 common 
shares of Sinclair Oil Corporation. Net earnings for 


~ the year including the extraordinary item increased 


108% to $10,796,000 or $2.01 per share, compared 
with $5,184,000 or $1.02 per share in 1967. 


Net flow of funds from operations was $11,610,000 
or $2.16 per share compared with $11,130,000 or $2.20 


per share in 1967. Dividends amounting to 50 cents 
per share were again declared on both Class A and 
Class B shares. 


During the year, the Company’s 512% Convertible 
Subordinated Debentures were converted into Class A 
shares resulting in a reduction in long term debt of 
$20,363,000. A total of 1,005,605 shares were issued 
in connection with the conversion. 


Late in 1968 and early in 1969 the Company pur- 
chased 335,872 common shares of Atlantic Richfield 
Company at a cost of $36,982,000 (U.S.) In addition 
during this period 106,000 shares of Sinclair Oil Cor- 
poration were purchased and 52,560 of these shares 
were sold to Atlantic Richfield pursuant to its offer 
to purchase shares of Sinclair. As a result of the 
merger of these two companies in March of 1969, the 
remaining shares of Sinclair will be exchanged for 
shares of Atlantic. As a result of the exchange, the 
Company will acquire an additional 32,064 common 
shares and 53,440 $2.80 Cumulative Convertible Pre- 
ference Stock of Atlantic Richfield. The Preference 
Stock is convertible into a further 32,064 common 
shares. Accordingly, Home’s total investment in 
Atlantic Richfield Company stands at the equivalent 
of 400,000 common shares acquired at a cost of 
$43,476,000 (U.S.) or approximately $108.70 (U.S.) per 
share. These additional investments bring the total 
value of Home’s shareholdings in other companies to 
over $100 million. 


In February of 1969 the Company completed the 
sale of 900,000 Class A shares in the United States and 
applied the net proceeds of approximately $39 million 
(Canadian) to reduce bank loans which were incurred 
largely in connection with land acquisitions in Alaska 
and the investment in Atlantic Richfield. The Directors 
felt that a Class A share offering in the United States 
was the most attractive method of raising additional 
funds in view of the substantial premium that Class A 
shares enjoyed in the U.S. market. 


Exploration 


During 1968 the Company conducted the most 
aggressive exploration program in its 40-year history. 
The Company’s effort concentrated on land acquisi- 
tions In prominent exploration areas in Canada and 
Alaska. The geophysical program was the largest in 
the Company’s history. 


Canada 


The Company’s land program in Canada resulted 
in the acquisition of 280,000 gross acres. In Alberta 
217,000 gross acres were added in the Turner Valley, 
West Obed, Dunvegan, Notikewin, Westlock, Ferrier 
and Brazeau areas. In British Columbia the Company 
acquired 63,000 acres in the Red Creek, Liard River 
and Moberly Lake areas. 


The geophysical program was concentrated in the 
Bitscho, Steen River, Meander River and West Rainbow 
areas of northwestern Alberta. Additional surveys were 
conducted in several other areas of Alberta. Home 
continued its exploration of the Winnipegosis (Keg 
River) trend, with geophysical programs in the Wine- 
fred Lake and Meadow Lake areas of Saskatchewan. 


The Company participated in the drilling of 25 
exploratory wells in Canada, of which 18 were in 
Alberta, six in Saskatchewan and one in British Colum- 
bia. Drilling resulted in three gas discoveries located 
in the Greencourt and Whitecourt areas of Alberta and 
the Fort St. John area of British Columbia. 


In addition to the above, 19 exploratory wells were 
drilled on Company land by others, under various 
farmout arrangements. This drilling resulted in two 
oil wells and one gas well. Subsequent development 
drilling has been successful on some of these farmout 
properties. 


The pilot project, located 130 miles northeast of 
Edmonton at Cold Lake, Alberta, for the recovery of 
heavy crude oil by thermal injection methods com- 
menced operations late in the year. This project is 
being conducted, at no cost to Home Oil, upon lands 
farmed out by the Company. Home will have a 25% 
interest in production resulting from this scheme. 


The Company continued its mineral exploration 
activities through participation in four syndicates. 
Exploration was conducted primarily for copper, 
uranium, and silver in British Columbia, the Yukon, 
southern Alaska, and Ontario. The Company intends 
to continue mineral exploration in 1969. 


Alaska 


The most outstanding development in the petroleum 
world in recent years was the oil discovery, in 1968, 
by Atlantic Richfield and Humble Oil, at Prudhoe Bay 
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on the North Slope of Alaska. The reservoir is one 
of the world’s largest known accumulations of oil. 
Subsequent to the discovery, Home Oil’s U.S. sub- 
sidiary, Home Oil Company of Canada, acquired a 
100% interest in 165,829 acres of Federal leases, 113,- 
716 acres of priority applications for leases and 7,680 
acres of State leases for a total of 287,225 acres, all 
located in the North Slope area. 


In the latter part of 1968 Home Oil Company of 
Canada entered into an important farmout agreement 
with the Atlantic Richfield Company. Under this 
agreement, Home may earn a 50% interest in 313,000 
acres and a 25% interest in another 137,000 acres. 
These lands extend to within 30 miles of the Prudhoe 
Bay discoveries. The terms of the farmout agreement 
require Home Oil Company of Canada to spend a 
total of $23,000,000 (U.S.) in a two stage program. 
As part of the first stage, a cash payment of $3,000,000 
(U.S.) was made to Atlantic Richfield. To complete 
the first stage of the program, Home must spend a 
further $8,000,000 (U.S.) by November 30, 1970. 
Included in this latter figure is the cost of drilling the 
Nora Federal No. 1 well (shown on the map on page 
19) and additional drilling and geophysical expendi- 
tures. Equipment is currently being flown to the well- 
site and drilling of the Nora well will commence 
before the end of March 1969. 


After completing the obligations of stage one, Home 
may withdraw from the farmout agreement without 
earning any interest in the lands, or may elect to spend 
a further $12,000,000 (U.S.) to earn its interest. Of this 
amount, one half may be spent on development 
should production be found. 


Early in 1969, the Company commenced geophysi- 
cal exploration on the farmout lands as well as on 
some of its own leases contained in the Sagavan 
Development Contract area. (See map on page 19). 
Home plans to participate in the State land sale to be 
held late in 1969. 


United Kingdom 


The Company’s second successful gas well in the 
Lockton area of Yorkshire found 128 feet of net pay in 
the Middle Magnesian Carbonate and flowed at the 
rate of 33.5 million cubic feet per day. This well, 
Lockton 7, is located one mile east of the Lockton 2A 


discovery well. Additional seismic control was ob- 
tained early in 1969 prior to selecting another drilling 
location. 


All properties held in Yorkshire, England were 
renewed in 1968 as landward production licenses with 
a term of six years. These properties cover 931,589 
acres in which Home has a 50% working interest 
(subject to a royalty interest). A seismic crew was 
operated in the southeastern portion of the area, seek- 
ing a repetition of the Lockton type natural gas 
reservoir. The Company intends to resume this survey 
in March of 1969. 


An exploratory well will be drilled three miles west 
of the Company’s capped gas well, Ralphs’ Cross 
No. 1. The Ralphs’ Cross well is located 16. miles 
northwest of Lockton 2A. Drilling should commence 
early in 1969. 


The U.K. subsidiary has entered into an agreement 
for the use of the semi-submersible drilling vessel, the 
Ocean Traveler. This vessel will be utilized to drill 
two wells in 1969, one on each block of licenses held 
in the North Sea. These licenses comprise 748,283 
gross acres in which the Company’s interest is 50%. 


Negotiations are continuing with the Gas Council 
of the United Kingdom for sale of natural gas from the 
Lockton field. A successful conclusion to these 
negotiations is anticipated in 1969 and this should 
enable sales to commence in 1970. Plans are under- 
way for construction of a natural gas plant in the 
Lockton area. 


Production and Processing 


Net daily sales of crude oil, natural gas liquids and 
oil equivalent of natural gas increased 10.2% to 19,117 
barrels, compared to 17,343 barrels in 1967. 


Crude oil production averaged 13,118 barrels per 
day, an increase of 8.3% over the 1967 average of 
12,115 barrels per day. Swan Hills accounted for 49% 
of the Company’s crude oil production in 1968 com- 
pared to 45% in 1967. This increase reflects the 
partial implementation of the Alberta prorationing 
program. Under this program, which is based on field 
reserves, production from fields such as Swan_ Hills 
should remain high, while declines will be experienced 
in low reserve fields. 


Right — Liquefied petroleum gas tank 
trucks, Tulsa, Oklahoma. 


Below right -— Liquefied petroleum 
gas storage spheres, Carstairs, Alberta. 
Below — View of fractionation facili- 


ties at natural gas processing plant, 
Carstairs, Alberta. 
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Left — Alignment check of pipeline 
pumping equipment, Swan _ Hills, 
Alberta. 


Above — Technical maintenance on 
IBM 360/30 console. 


Natural gas liquids production increased 21.3% to 
2,639 barrels per day in 1968 compared to 2,176 
barrels per day in 1967. This increase reflected the 
first full year of operation of the expanded Carstairs- 
Crossfield liquefied petroleum gas recovery facilities. 


Natural gas sales increased 10.2% to 67.2 million 
cubic feet per day in 1968 compared to 61.0 million 
cubic feet per day in 1967. The major portion of this 
increase came from the Carstairs and Jumping Pound 
fields. 


Sulphur sales amounted to 38,182 long tons in 1968 
as compared to 42,182 long tons in 1967. The decrease 
in sulphur sales is attributable to an over-supply situa- 
tion in world markets. The Company’s production of 
sulphur increased during 1968 and inventories at the 
year end were equivalent to approximately four 
months production. A large portion of the increased 
sulphur production resulted from improved efficiency 
at the Harmattan Leduc Plant. 


Increased demands for natural gas from Alberta will 
have a favorable effect upon the Company’s natural 
gas sales in future years. The quantities to be 
delivered under our contracts for gas from Carstairs 
and Nevis will be increased by 19% commencing 
November 1, 1969. The increased sales will require 
the Carstairs-Crossfield and Nevis plants to be ex- 
panded in 1969. During the year contracts were 
signed for the sale of gas from reserves in the Marten 
Hills, Whitecourt, Mitsue and Brazeau fields. Sales will 
commence November 1, 1969 and will necessitate the 
construction of new plants to process the gas. 


L.P.G. Marketing 


In April of 1968 the Company acquired all outstand- 
ing shares of Union Petroleum Corporation in ex- 
change for 101,085 Class A shares of Home Oil Com- 
pany Limited. Union is a large U.S. wholesale 
marketer of liquefied petroleum gas (L.P.G.) and 
operates widely in the United States. This company 
was previously associated with Home Oil through the 
joint ownership of Can-Am Liquids Ltd., a wholesale 
L.P.G. marketing company, and Can-Am Transportation, 
Inc., an L.P.G. transportation company. Union and its 
subsidiaries, marketed in excess of 220,000,000 (U.S.) 
gallons of product during 1968. Product is transported 
to market by Union’s large fleet of over 400 railway 
jumbo tank cars as well as its fleet of large tank trucks. 


The operating results of the L.P.G. groups for 1968 
were disappointing due to the extreme over-supply 
situation which developed during the year. However 
it has been possible to take certain corrective action 
and, although 1969 will be another year of over-supply 
and depressed prices, Union and its subsidiaries are 
expected to make a contribution to the 1969 earnings. 
It is anticipated that these earnings will show excellent 
growth in the years ahead. 


Home Oil increased its participation in Hardisty 
Storage Ltd. and now holds a fifty percent interest. 
The Hardisty facilities, which include butane fractiona- 
tion and underground storage of butane and propane, 
are considered essential to successful liquefied petrol- 
eum gas marketing. The underground storage facilities 
at Hardisty were doubled to 1,200,000 barrels during 
1968. Further expansion of these facilities is in 
progress. 


Pipelines 


All pipelines in which Home Oil has an interest 
increased throughputs in 1968. The Cremona Pipe 
Line Division, which handles crude oil, condensate 
and butane, gathered 39,268 barrels per day, an in- 
crease of 5.6% over the 37,193 barrels per day handled 
in t9G67. 


Federated Pipe Lines Ltd., 50 percent owned by the 
Company, increased its throughput 11.2% to an 
average of 156,001 barrels per day from 140,235 bar- 
rels in 1967. The additional throughput resulted from 
increased crude oil allowables in the Swan Hills area 
and the recovery of underproduction from 1967. 
Present capacity of the system is 185,000 barrels per 
day. Work has commenced to enlarge two of the 
three main line pump stations and will increase 
capacity to 197,000 barrels per day. 


Mitsue Pipe Line Ltd., which is operated by another 
company, handled an average daily throughput of 
24,375 barrels compared with 24,274 barrels in 1967. 
Home Oil has a one third interest in Mitsue Pipe 
Line Ltd. 


Reserves 


The Company’s proven reserves of crude oil and 
natural gas increased during the year. The increase in 
crude oil reserves is primarily due to the installation 


of pressure maintenance facilities in a major portion 
of the Mitsue field. Natural gas reserves increased 
11% mainly due to the inclusion of reserves at Lock- 
ton in the United Kingdom and further development 
of the Whitecourt field. 


Reserves of natural gas liquids and sulphur declined 
in 1968 after allowance for the current year’s 
production. 


A schedule of the Company’s reserves at January 
1, 1969 may be found on page 16. 


Employees 


t is again my pleasure to express the appreciation 
of the Board of Directors for the effort and accom- 
plishments of the staff. These efforts and accomplish- 
ments contribute immeasurably towards the success of 
this Company. 


At year end, the Company had 522 employees on 
staff, an increase for the year of 49 employees. This 
increase in staff resulted from the acquisition of Union 
Petroleum Corporation in April of 1968. Gross wages 
and salaries amounted to $4,919,000, an increase of 
16% over 1967. During the year, the Company con- 
tributed $494,000 to the Employee Benefit Program. 
The program includes comprehensive medical care, 
hospitalization, group life, income protection, savings 
and pension benefits. The coverages are continually 
revised to insure a competitive position. 


At the end of 1968, $4,762,000 was held by the 
Pension Trustee under the terms and conditions of 
the Pension Plan. At the present time 24 former 
employees or beneficiaries are receiving benefits 
under the plan. 


Outlook 


The discovery in 1968 of crude oil in the Prudhoe 
Bay area of Alaska will have a profound effect on the 
Canadian petroleum industry. The addition to the 
United States domestic supply of a vast new reservoir 
of crude oil has altered the outlook for future markets 
of Canadian crude. The Company considered that par- 
ticipation to the fullest possible extent in develop- 
ments in the area was vital. Accordingly it was decided 
to participate in two ways. Firstly, large blocks of ex- 
ploration acreage, including a farmout from Atlantic 


Richfield Company, were acquired. Secondly, a sub- 
stantial investment was made in the common shares of 
Atlantic Richfield. A most important aspect of the 
farmout from Atlantic Richfield is the provision that 
Atlantic will purchase, at its posted field prices, Home’s 
share of all oil production from the farmout acreage. 


ome Oil is confident that the potential exists for a 
ealthy growth in long term markets for Canadian 
rude. The United States is increasingly relying on 
Canada for its growing needs for natural gas. Prodi- 
gious efforts must be made immediately by our 
industry and governments to insure that Canadian 
crude will supply its fair share of the North American 
market. Canada’s share of this market is being threat- 
ened by the recent discoveries of huge reserves in 
laska and by the proposed unwarranted construction 
f Eastern Canadian refineries which will use foreign 


rac 


will be 


It is with profound regret that your Directors 
record the passing of Mr. J. W. Moyer, the Chairman 
of the Board. Mr. Moyer’s participation in the oil 
industry of Alberta began in the 1920’s. He was a 
partner of R. A. Brown, Sr. and G. M. Bell in Turner 
Valley Royalties, whose discovery launched the Turner 
Valley boom of 1936. He was an officer and director 
of the predecessor companies of Home Oil and was 
President of the Company from 1952 until 1955 when 
he was appointed Chairman of the Board. His sound 
judgment based on his broad experience in the 
industry will be greatly missed by his associates. 


Submitted on behalf of the Board of Directors, 


(Ja. Gy. 


President and Managing Director 


March 4, 1969 
Calgary, Alberta 


Auditors’ Report 


TO THE SHAREHOLDERS 
HOME OIL COMPANY LIMITED 


We have examined the consolidated balance sheet of Home Oil Company Limited and its subsidiaries as at 
December 31, 1968 and the consolidated statements of earnings, retained earnings and source and use of 
funds for the year then ended. Our examination included a general review of the accounting procedures and 
such tests of accounting records and other supporting evidence as we considered necessary in the circumstances. 


In our opinion these consolidated financial statements present fairly the financial position of the companies 
as at December 31, 1968 and the results of their operations and the source and use of their funds for the year 
then ended, in accordance with generally accepted accounting principles applied on a basis consistent with that 
of the preceding year. 


RIDDELL, STEAD, GRAHAM & HUTCHISON 
Chartered Accountants 


Calgary, Alberta 
February 28, 1969. 


Consolidated Statement of Source and Use of Funds 
For the year ended December 31, 1968 


1968 1967 


(Note 2) 
$ 4,923,000 


FUNDS WERE OBTAINED FROM 


Net earnings before extraordinary item ............. 
Add charges to earnings not requiring funds including 


$ 4,453,000 


depreciation, depletion and deferred income 
CAR OS 5 ck i aaias UA DN er pn a ears fe oer 7,157 000 6,207,000 
Net flow of. funds from operations 2: .............. 11,610,000 11,130,000 
Sale“of investmentsec¢ 0 eas osen whs-c secs 19,285,000 261,000 
Issuance of capital stock: va. jinn eee ee ee 103,000 796,000 
Long: term borrowings — net}... ue ae ee _ 7,610,000 
$30,998,000 $19,797,000 
FUNDS WERE USED FOR 
Property, plantana equipment a1 .sa: + ane eee oe $18,514,000 $ 9,397,000 
Repayment: of longvtermedebt®.:... -. +e 6,129,000 3,952,000 
Dividends... soy. ect ece ean, 3 era cee ree eee 2,875,000 2,481,000 
Investments 
AtlanticoRichiields Company st. asa aco pen ee erent eee 39,183,000 - 
Sinclatr<Oll sCOmpOtationiert. «ste. sateen nee eos ert 2,789,000 — 
Union Gas Company of Canada, Limited ........... — 9,656,000 
Othersinvestments. tes oe ey 294,000 2,604,000 
69,784,000 28,090,000 
Decrease im. Working scapitalae a- na tne eee 38,786,000 8,293,000 
$30,998,000 $19,797,000 


The accompanying notes are an integral part of this financial statement. 
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ial statements present fairly the financial position of the companies 
f their operations and the source and use of their funds for the year 
scepted accounting principles applied on a basis consistent with that 


RIDDELL, STEAD, GRAHAM & HUTCHISON 
Chartered Accountants 


Source and Use of Funds 


PILI Gian once 
quiring funds including 
id deferred income 


1968 


1967 
(Note 2) 
$ 4,923,000 


pe? re ake eee 7,157,000 6,207,000 
Chee ee 11,610,000 11,130,000 
AS ER actin Semen 19,285,000 261,000 
Pe eee ANAT bib Niet: GREE G 103,000 796,000 
ES RE cat ies a 7,610,000 
$30,998,000 $19,797,000 
Sd HERE PG. Sid RECON Oy on $18,514,000 $ 9,397,000 
aS BRE Oto OTN 6,129,000 3,952,000 
Bene boasts chee tie aaa 2,875,000 2,481,000 
ER ero eReROT aT et r6. 39,183,000 - 
Sc eh ic Oe 2,789,000 - 
Ye Leite, one oe ne tes - 9,656,000 
RS Sridten ts: & oer ORE 294,000 2,604,000 
69,784,000 28,090,000 
FAM ee A Aone ONC ONG- Oat 38,786,000 8,293,000 
$30,998,000 $19,797,000 


rt of this financial statement. 


Consolidated Statement of Earnings 
For the year ended December 31, 1968 


1968 
REVENUE = 
Operatinsareventelans «ee eee ele oa ee eee $21,678,000 
Interestrandadividendsmeeeeeeeeeete cena ene 3,727,000 
25,405,000 
EXPENSE 
OperatiN egrets tethers cee oben, Bee ea ata 3,634,000 
Gemerall ayavel aelimimistrinV® ccoococccunconcacucnancanc 3,975,000 
DYs{o) (210) Recents 4 een ae, Be Menges eee ee 3,147,000 
Depreciationy sem tuscan ete ne oR aS eee ee 1,546,000 
Interest and expense on long term debt .............. 5,178,000 
OlMerenintereste a..cron eee ee. Te pete es Re ee 1,089,000 
18,569,000 
Net earnings before deferred income taxes ............ 6,836,000 
DEFERREDSINGOMIE WAXES: “scan aceon cn oucaaen oes 2,383,000 
NET EARNINGS before extraordinary item ............ 4,453,000 
EXTRAORDINARY ITEM 
Gain on sale of investments — net (Note 7) ........... 6,343,000 
NEIIREARINIING Sat aaacncrrtn cea ee mea ict an a aes $10,796,000 
EARNINGS PER SHARE 
Net earnings before extraordinary item ......... $ .83 
EXERAO KG MARV. LOT citotu-canre at ere ae eres ate 1.18 
INGE CORI GS ay tarttie Net thc Mean vate aetma chet ORNS lary eas $2.01 
Consolidated Statement of Retained Earnings 
For the year ended December 31, 1968 
1968 
BAVANGEmat sbegiinmingioii.)Galee sey eiriaetsat eminent $25,107,000 
Neheanminesy mactsseserrn ete atityen ee cracna ey carineaier: a Se 10,796,000 
35,903,000 
Dividends declared 
GlassuAeshanest tive crctsicrseeea recs area ee fo ie eRe ncecrstsveke ter: 1,728,000 
GlassHBeshanes= secs. cxce eae noe Sereda ce acaba Rein citar. 1,147,000 
2,875,000 
BALANCE *at end of wearcecrhewcs ce cantatas cokes $33,028,000 


The accompanying notes are an integral part of these financial statements. 
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1967 
(Note 2) 


$20,857,000 
3,301,000 


24,158,000 


3,371,000 
3,814,000 
2,637,000 
1,426,000 
5,574,000 

397,000 


17,219,000 


6,939,000 
2,016,000 


4,923,000 


261,000 
$ 5,184,000 


1967 
(Note 2) 


$22,404,000 
5,184,000 


27 588,000 


1,344,000 
1,137,000 


2,481,000 
$25,107,000 


HOME OIL COMPANY LIMITED AND SUBSIDIARY COMPANIES 


CONSOLIDATED BALANCE SHEET 
as at December 31, 1968 


ASSETS 


CURRENT ASSETS 


Gas limes a5 eter tem sety at see Ey ene ee ee 


Marketable securities, at cost (quoted market 
Vall CRBS 2; O00 \ampnctorninn cai dr oh, cc. Ove mempten Rts es se 


ACCOURTS NECEINADICY a ca cnccn eile ices eee sees 


Inventory of liquefied petroleum gas at lower of 
Sols (orn (tcellialol WANS 46 goaaoocvcedannsccaucas 


INVESTMENTS, at cost (Note 3) 


Wiring Gatgreveler [ijore: Wines Wbiinmlivete] Ganon oan nnasvaracoan 
CalgalvePGWerrlitclsintne cavetras . svete oki sent ore 
pier IRitdouintelhel (Comox soo000000000nccueeeeuanc 
Maylene (Oil (CopororrauiON oacooonnaononponanaeussucon 
Ofnorn) (GES (Cloyoqyarevany tony (Cavgereley, Wivantiterel «ann one noe 
@lherinvestinentsen saacctan acted. ee a eee 


PROPERTY, PLANT AND EQUIPMENT, 
All COST IN@ TORO) Pc ae ute cite tickers son aerase ne cieisaae oaths Pelee 


OTHER ASSETS AND DEFERRED CHARGES 


Unamortized debt financing expense ................ 
INAUIXCtEN ENON) 9 <ehines 6 ca est On eI cece ene a 


Approved on behalf of the Board: 


(ao) a. Oa Se. Director 


1968 


$ 4,901,000 


67,000 
7,381,000 


1,018,000 
13,367,000 


32,617,000 
13,516,000 
39,183,000 

2,789,000 


5,318,000 
93,423,000 


177,637,000 
56,956,000 


120,681,000 


312,000 
578,000 


890,000 


$228,361,000 


1967 
(Note 2) 


$ 5,253,000 
628,000 
7,672,000 
794,000 
14,347,000 


33,470,000 
13,516,000 


9,656,000 
7 475,000 


64,117,000 


159,509,000 
52,711,000 


106,798,000 


909,000 
652,000 


1,561,000 


$186,823,000 


LIABILITIES 


CURRENT LIABILITIES 


Bank indebtedness — secured by investments 
Accounts payable and accrued charges 
Dividends payable 


SHAREHOLDERS’ EQUITY 


CAPITAL STOCK (Note 4) 
Authorized 


1,000,000 Preferred shares, par value $50 each 


7,000,000 Class A shares of no par value 
5,000,000 Class B shares of no par value 


Issued 


(Including shares held by subsidiary 
companies — see below) 


3,806,194 Class A shares (1967 — 2,800,539) 
2,571,405 Class B shares (1967 — 2,565,855) 


RIETVAIINIED) [E/AIRINIINIGS noc cnconcoonsnoondonnd 


Less — cost of 275,506 Class B shares held by 
SUOSICiarvenCOM All Css reanamanerntrt er 


The accompanying notes are an integral part of this financial statement. 
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1968 


$ 44,064,000 
6,461,000 
1,980,000 
3,177,000 


55,682,000 
64,092,000 
20,801,000 


43,270,000 
14,468,000 


57,738,000 
33,028,000 


90,766,000 


2,980,000 
87,786,000 


$228,361,000 


1967 
(Note 2) 


$ 8,904,000 
5,221,000 
1,614,000 
2,137,000 


17,876,000 
90,333,000 
18,415,000 


23,724,000 
14,365,000 


38,089,000 
25,107,000 


63,196,000 


2,997,000 
60,199,000 


$186,823,000 


Notes to Consolidated Financial Statements at December 31, 1968 


1. ACCOUNTING POLICIES 4. CAPITAL STOCK 


(i) Principles of Consolidation 

The consolidated financial statements include the accounts of 
all companies in which the Company has ownership of more 
than 50% of the voting capital stock. These include the follow- 
ing wholly-owned subsidiaries: Home Oil (Alberta) Ltd., Home 
Oil Company of Canada, Home Oil of Canada Limited, Home 
Oil Pipe Lines Ltd., Home Marketing Limited, Cremona Pipe 
Lines Ltd., Independent Pipe Line Company, Union Petrol- 
eum Corporation and its wholly-owned subsidiaries, Can-Am 
Liquids Co. Ltd., Can-Am Transportation, Inc. and National 
Asphalt Fuel Corporation, and the following substantially owned 
subsidiaries: Coastal Oils Limited, Foothills Oil and Gas Com- 
pany, Limited, and United Oils, Limited, and its wholly-owned 
subsidiary, Madison Oils, Inc. 


Current assets and current liabilities of foreign subsidiaries were 
converted to Canadian dollars using the exchange rate at the 
date of the balance sheet. Fixed assets of all subsidiaries were 
converted at the rate in effect at the time the assets were ac- 
quired, except for assets held by Home Oil of Canada Limited 
(a U.K. subsidiary) which were converted at the rate of exchange 
resulting from the devaluation of the pound sterling on Novem- 
ber 18, 1967. Revenue and expense items were converted using 
the average rate of exchange for the year. 


(ii) Full Cost Method of Accounting 


The Company and its subsidiaries follow the full cost method 
of accounting whereby all costs of exploring for and developing 
oil, gas and related reserves are capitalized. Such costs include 
lease acquisition costs, geological and geophysical expense, 
carrying charges of non-producing property, costs of drilling 
both productive and non-productive wells, and overhead expense 
related to exploration activities. The portion of the: costs 
associated with operations in North America are depleted using 
the unit of production method based upon estimated recoverable 
North American reserves as determined by Company engineers. 
Costs associated with exploration in the United Kingdom includ- 
ing all overhead expense incurred prior to the commencement 
of production, will be depleted based upon reserves discovered 
in the United Kingdom. 


(iii) Depreciation 
Depreciation of plant and equipment applied on the straight 


line method, is based upon the estimated service life of each 
group of assets. 


2. ACQUISITION OF UNION PETROLEUM CORPORATION 


During 1968, the Company acquired all of the issued and outstand- 
ing shares of Union Petroleum Corporation, in exchange for 101,085 
Class A shares of the Company. This acquisition has been accounted 
for as a pooling of interests and the stated capital stock and retained 
earnings of Union have been credited to the capital stock and 
retained earnings accounts of the Company. The comparative figures 
for 1967 have been restated to give effect to this pooling of interests. 


INVESTMENTS 

Details of investments are as follows: 
Number of Quoted 
Common Market 


Shares Cost Value 


Trans-Canada Pipe Lines 


Luimates escarceen sateresrene 1,291,885 $32,617,000 $49,738,000 


Calgary Power Ltd. ....... 526,875 13,516,000 14,094,000 
Atlantic Richfield 

GOMpANy Weeciaos cctonetens 331,000 39,183,000 41,902,000 
Sinclair Oil Corporation* .. 20,440 2,789,000 2,851,000 
Other investments 

Marketa blegarra-ce meee - 1,339,000 4,478,000 

No quoted market value . ~ 3,979,000 - 

$93,423,000 


* Subsequent to December 31, 1968 the Company acquired a further 
33,000 shares of Sinclair Oil Corporation for $4,181,000. 
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(i) Dividends 

There are restrictions on the payment of dividends on the Class 
B shares and of dividends in excess of 25c per annum on the 
Class A shares under the provisions of the deeds of trust and 
mortgage securing certain of the outstanding long term debt. 
Under the most restrictive provision, the amount permitted 
thereunder for payment of dividends was in excess of the 
retained earnings as at December 31, 1968. 


(ii) Shares Reserved for Exercise of Warrants 
There were 109,965 Class A shares reserved at December 31, 
1968 for issuance upon the exercise, on or before July 1, 1976, 
of warrants to purchase 76,975 shares at $14.55 U.S. per share 
and 32,990 shares at $17.66 U.S. per share. 


(iii) Options to Purchase Capital Stock 


As at December 31, 1968 there were outstanding options to 
purchase 1,500 Class B shares of the Company’s capital stock 
at $18.87% (market value at date of issue) per share exercisable 
to June 1, 1975, all held by officers of the Company. There were 
no outstanding options to purchase Class A shares. 


During 1968, options on 50 Class A shares and 5,550 Class B 
shares were exercised by employees (including options on 4,000 
Class B shares exercised by officers of the Company). No options 
on either Class A or Class B shares were terminated. 


All options on Class B shares were issued under the Employees’ 
Incentive Share Option Plan under which 150,000 Class B shares 
were set aside for issuance to officers and employees. At 
December 31, 1968, 1,626 Class B shares were available for 
option under the plan, the same as at January 1, 1968. 


(iv) Shares Issued During the Year 


Shares Consideration 
Class A Class B Class A Class B 

Stock options 

exercised ....... 505,550. $ 439 $102,868 
Conversion of 

debentures ..... 1,005,605 - 19,545,756 - 
Acquisition. of 

shares of Union 

Petroleum 

Corporation 101,085 ~ 189,216 - 


1,106,740 5,550 $19,735,411 $102,868 


(v) Sale of Class A Shares in 1969 
Subsequent to December 31, 1968 the Company issued and sold 
900,000 Class A shares in the United States for an estimated net 
consideration of $39,000,000 Canadian. These funds were used 
to reduce bank indebtedness. 


INCOME TAXES 


It is the policy of the companies to make charges against earnings 
for depreciation of plant and equipment based upon the estimated 
service life of each group of assets, and to amortize the costs of 
exploring for and developing oi!, gas and related reserves using the 
unit of production method. The companies, however, claim the 
maximum capital cost allowances and exploration and development 
costs allowed in calculating income taxes payable. In 1968, the 
amounts claimed for income tax purposes exceeded the provisions 
for depreciation and depletion charged against earnings and as a 
result there were no income taxes payable. The income taxes de- 
ferred have been charged to earnings and credited to ‘Deferred 
Income Taxes”. : 


CONTINGENT LIABILITIES AND COMMITMENTS 


The Company has entered into throughput and deficiency agree- 
ments in effect guaranteeing 50% of the principal and interest of 
outstanding First Mortgage Bonds of Federated Pipe Lines Ltd., a 
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50% owned company. Federated had $11,555,000 First Mortgage 
Bonds outstanding at December 31, 1968. 


In addition, the Company has guaranteed indebtedness of other 
affiliated and 50% owned companies in the aggregate amount of 
$4,772,000. 


Home Oil Company of Canada (a wholly-owned subsidiary com- 
pany) has entered into a farmout agreement with Atlantic Richfield 
Company wherein it may earn varying interests in certain petroleum 
and natural gas properties in Alaska. Under stage one of the agree- 
ment the Company made a cash payment of $3,000,000 U.S. and is 
committed to spend a further $8,000,000 U.S. on exploration. The 
Company may withdraw from the project after stage one. However, 
if an interest in the lands is to be earned, the Company must con- 
tinue with stage two of the agreement and spend a_ further 
$12,000,000 U.S. 


7. GAIN ON SALE OF INVESTMENTS 


The gain on sale of investments is comprised mainly of $2,435,000 
from the sale of $2.75 Cumulative Redeemable Preferred Shares, 
Series A of Trans-Canada Pipe Lines Limited (acquired by the Com- 
pany pursuant to a rights offering made by Trans-Canada), 
$2,287,000 arising from the sale of common shares of Union Gas 
Company of Canada, Limited, and $1,003,000 from the sale of 
52,560 common shares of Sinclair Oil Corporation sold to Atlantic 
Richfield Company pursuant to its offer to purchase common shares 
of Sinclair at $145 U.S. per share. 


DIRECTORS’ REMUNERATION 


Administrative expenses for 1968 include $264,000 paid as remun- 
eration to directors and officers who are also directors. 


PROPERTY, PLANT AND EQUIPMENT 


The following is a summary of the cost of property, plant and equipment and the related accumulated depletion and depreciation as at December 
31, 1968: 


Cost Accumulated 
of Depletiont 
Assets and Depreciation Net 


Petroleum and natural gas leases and rights, including exploration 
and development — 


IN OGUNE AIM EL Calera etn tits cin vars devas ain cnclsie er cyl ey Padre sate aun nne a 0 Meats. coed $134,410,000 $45,152,000t $ 89,258,000 


United Kingdom (after deducting estimated government grants 


OY Ns PAOLO LO) Pate regain Poa Rar as tes ey GNC RAY ROIS teeta ie icr Ge Sica ©, Of eee eee MeO 4,394,000 - 4,394,000 
PO COOH OMe CUM OTT CL kegekrr sa Geert aetna kore te hawa ea SeCN Wiaiee RU oP Ro ed, Areas hy ce 20,694,000 7,103,000 13,591,000 
Land, buildings, pipe line property and other equipment .............0ccce eee cece cence 18,139,000 4,701,000 13,438,000 


$177,637,000 $56,956,000  $120,681,000 


December 31, 
1968 1967 


LONG TERM DEBT 


HOME OIL COMPANY LIMITED 
5%2% Secured Notes, due September 1, 1971 


SO Tie Ste Nm met eGUn cacy G cman tua ctranstaiey mia eae aie Gontan emacs eaeee ak eae anaemia oni aiken REA MARE Ss ne thec ite elas $ - $ 200,000 
See Sm bw oi 54, OOO WES: mere nie: ene Renton ee Mesos ie kaye eens Serer ie han ot meena eal ols ar een ates rtenermeael ries 1,524,000 1,908,000 
(subject to annual sinking fund payments) 
612% Secured Sinking Fund Pipe Line Bonds, due November 1, 1977 ...........c:enccsesscerersctessenss = 20,000 
Sie omoCcunedubOndsmauesianwanye sim 925,1($ 5/650; 000 AU:S ities cceuitne vuniarseicsal miemiclr ee rerise2 -ciaerate sl 5,374,000 6,154,000 
Gisevomoecured Bonds eSenieseALGuenUlY 1: 1976.($7;690 OOOIWISI® Geta ox ceaiicrcs ade Gola: silo ese sae Sic sass 7,960,000 9,884,000 
bye Jor SeGUTeEG Bonds, Series: B, duerrebruary 1, 1981) ($18,980,000) WS) Fo apenas es ee en eie a ene toon - 20,387,000 20,990,000 
GyevomoecuredsBondseauenanuanyad: M963 974 000)000 WES?) Ss amuses ns aie clterens nets o clame siete ciele senna 7,562,000 7,562,000 
Oy se ce GollateralminustaBOnds eGUEwAp nile a l9OSse ee remerwe Mi arwaeinawraens pertain ceatenoe ane teeeare eee ani vee rere ees hee 15,000,000 15,000,000 
(subject to annual sinking fund payments commencing in 1969) 
bie Convertible: Subordinated Debentures due December 1, 1984 2... ..0.....5c0ecne sce snsedesssvenes - 20,363,000 
634% Mortgage, maturing January 1, 1978 (payable in monthly installments) ................ 0. eee eee eee ee 1,075,000 1,160,000 
UNITED OILS, LIMITED 
CUE omSecured Bonds senlesvA TdUeHUlVal = 19765(b2,960, 0008S Nasa ciae alle, pane Seususre nero aaa stenesialet rete sixes 3,196,000 3,932,000 
BY ae oMOPCULER BONUS Senies B, Gueslanuarvady i901 ($4;833/ 000 WS)" tan yea pees eiee) cstcta sense fees eras cuore 5,191,000 5,297,000 
67,269,000 92,470,000 
SSS GUMKENtO MTU MII At Un tl Summ seca tos cet ciiac len temann ayy cereale renee a eetenctmtaloce et nin sesame ereadie aes, macacs 3,177,000 2,137,000 
$64,092,000 $90,333,000 


* Subject to monthly payments based on production from pledged properties. 


All U.S. issues were recorded on the balance sheet in Canadian dollars based on the exchange rate in effect at the date of receipt of the proceeds, 


with the exception of the 6% Secured Bonds, Series A, issued by United which are stated at the rate of exchange in effect as at the date of acquisition 
of control of United. 


The estimated minimum amount in Canadian dollars of long term debt maturities and sinking fund requirements for the four years subsequent to 


1969 are as follows: 1970 — $4.6 million, 1971 — $5.6 million, 1972 — $5.1 million, 1973 — $6.3 million. 
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HOME OIL COMPANY LIMITED AND SUBSIDIARY COMPANIES 


Exploration Acreage - January 1, 1969 


Petroleum and Natural Reservations, Licenses, 


Area Gas Leases Permits 
Gross Net 

ENN SOMA; Verece Bos hace ee BOSC T 10 975,461 1,852,584 | 1,146,872: | 3,888,694 -|" 212233 2 
INAS geass aoc eae 11135600 sya, Us he) = - 1,119,600 527,095 
British Columbia . 32,395 9,417 61,662 33,344 94,057 42,761 
ONTATIO eek te ee ts 44,656 25,7 22 = = 44,656 23,722 
Saskatchewan .... a0 1,677 79,243 | 1,190,320.) 1,010,000) + 1,492,197 () 1.0c0e 4s 
United Kingdom .. = 1679; 672 839,936 se679 072 839,936 


VORA © eee 3,534,638 4,640,090 


1,609,938 | 4,764,433. 3,030,152 91-30;5 19,076 


Reserves - January 1, 1969 
(Net after deduction of royalties) 


Natural 
Crude Gas Natural 
Oil Liquids Gas Sulphur 
Category (barrels) (barrels) G@yO00R etm) (long tons) 


Proven 
DEVELO DECOR temic vl yreei ren ame 140,218,800 | 16,704,300 | 779,859,300 }.1,493,400 
Undevelopedieeiae toa.ak saree 581,400 9,202,500 — 


140,800,200 1,493,400 


Probable Additional 
SGCONnCdatynrco gas cae ee 71,222,500 
Arete: Sate ee eee 158,400 


16,704,300 | 789,061,800 
16,225,700 


192,700 
60,515,000 


1927700 76,740,700 
16,897,000 | 865,802,500 


71,380,900 


POS ALS eae ertten gy sates eee  eee 212,181,100 1,493,400 


Reserves estimated by the Company’s reservoir engineers. 
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Sources of Production 


Net Wells 
December 31 
1968 Producing Field 1968 1967 1966 1965 1964 
CRUDE OIL — barrels 
75.03 Swale tent See ech pares msec itr Unde Perea wns 2,348,800 1,998,839 1,782,699 1,665,081 1,325,564 
54.35 Pemba: wae vere eee eee Re Bata 503,138 457,138 456,209 481,731 Hoe 95 
2283 WAT STATE ml Se Gasman encks, carte ve cmon Gee os cee 376,543 387 458 395,857 350,084 292,544 
14.40 MijtswecSallitealixameanre tat hin eter erie 338,560 305,297 284,113 206,178 19,923 
107.60 ISITE AVENE? 225 Gta mgin aid nce iaeerac Sarto Oe 313,902 311,963 Boi, / il 357,980 400,199 
15.80 engnentieimsalelltOlnp olaaoeascoabeomsoa® Soa oes 253,586 270,024 263,957 2S lo 256,600 
32.47 Leal AWWWiexorellovetnvel: au eee sebaHsocuusacuslos D333) FSS 251,048 253,183 289,200 355,640 
45.88 @tlvense sect ety ees Geek th Mia hea ny gree Ome ores 432,871 440,366 405,702 398,187 423,421 
358.36 otal Gruden @iily ease enriree ee 4,801,193 4,422,133 4,179,471 4,001,597 3,625,865 
Daily IV ET ASC Wes seers ei h ees sl Weystu a US its VAAN 11,451 10,963 9,906 
NATURAL GAS LIQUIDS — barrels 
- G@arstallks-CIKtOn eee oe eee es 514,550 387 382 303,089 352,684 326,788 
D5 FTAA RIG Mle | Bee Seen A otra oi oetetke ole oleae che Sk 206,206 188,046 198,791 169,132 143,963 
- NEWS Oe Pee print ac iva aoe chica ey Gaede ais REC AEENIG woe eas 65,884 61,158 54,368 54,050 54,569 
— Cal Sanya rer anecex etek cine oaayere rare raion 61,789 53,614 67,878 34,078 30,339 
-- @li ers sae ee re Aen nk Sane WA, LOH 104,091 87,186 63,983 72,907 
DEY otal NaturalisGasmliGuicss serie ses 965,726 794,291 A Se 673,927) 628,566 
DRAIN? a NETER®. “tag one comibigo moma £25 c DAS BSS, 2,176 1,949 1,846 lal, 
Total Crude Oil and Natural 
Gass INCU Sivenrssiayac sce scp t aes 5,766,919 5,216,424 4,890,783 4,675,524 4,254,252 
Dally AVEIRO ces conned odua dob dacs « liopiov 14,291 13,400 12,809 623 
NATURAL GAS — thousands of cubic feet 
5D) (Eanstalns-ENKtOns ssucos ceeleeneeaco ace. nanenete 9,321,641 8,668,788 9,269,126 10,912,021 NS Ms 
Behl INNA = ere E eee CEE Re GR AE RM rare otcacacheacised eee ore 3,684,793 3797/6057, 335,456 3,461,556 3,498,045 
a NUP POunC: wadage metas es ae oe 2,159,580 1,100,354 465,686 587,474 895,641 
76 CE eee ee Pt ee 1,756,112 1,367,066 1,679,361 1,525,560 1,478,498 
10.28 Gree Valley’. ance Sere ee ee eee 1,529,102 1,434,901 863,453 1,184,000 2,609,436 
i) SC iasiatsss« Late te ere 1,019,135 | 1,024,733 —-1,072,345 989,878 817,455 
= SAA Hdl Sits sic ste sich cus uaemie her seameeiene cee 969,602 894,799 738,070 472,724 350,343 
.62 ErOSShiCla? «2k wc.cle eis ole 5 oho RE oes 618,356 SOP. 409 364 376,480 356,781 
2.97 POL e eee ee. ah den aoe 557,233 512,309 492,531 425,919 49,901 
1.36 Elananattanaleduce araccie penaicicie nt aer ae 544,716 447 422 20,682 = a 
40 COU bE Kt OM accuecute che Gi ores torte ener cea 418,647 3957/03 415,636 139,615 = 
1.50 POOeh cick iu Meme cea Pear fete BUN «eo 403,520 294,253 569,152 603,662 458,034 
2.88 @ ERS recreates oe ue aon Roe arnt as 1,626,472 1,584,355 1,374,240 1,886,492 PS Ours, 
27.35 Total Natural Gasmen ieee eae 24,608,909 | 22,276,957 20,721,102 ~—- 22,565,381 «21,692,443 
Dally AWEIRS copceoaconegocvocccc 67,257 61,033 56,770 61,823 59269 
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ENGLAND 
AND NORTH SEA 


Home Oil Company 
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A TEN YEAR REVIEW 


Financial 


Gross REVENUE. esi cee eee 


Earnings (Note 1) 


Net Earnings before Extraordinary Items ............ 
Per Sharé so. bis Seto ee ee a eee seer 
Extraordinary: tenis. c2. 2c). 9 a0s sane re ee mt eee 
Per: Sharesscucecc's alte ne sae eae ene ete eres an 
Net Flow of Funds: from Operations:. «sens ae 
Per: Share’ s.22 oc yee alee ogee comes et eee 


Financial Position 


Working: Capital(Deticiency): 28. a. sae anne eae 
Investment: invOther Companies. sci aueaee eee ee 
Property, Plant and Equipment — Net .............. 
Long Term Debt (Less Current Maturities) .......... 
Deferred ‘Income Raxes io so 2.0 Gye eee eee 
Capital Stocktitn.. 28)... : cc. soe eee ke ee aes 
Retained Earnings ert: . iis... d cis oe ake nomenon ee tee ty) 


Cost of Finding and Developing Reserves 


Exploration GEXpenditures::<.06 - eit eae ne ee cere 
Development Expenditures “> crayon en eee ere 


Dividends Declared Per Share 


Glass. Al SHAaReS 2 eek es eo 5 Ue eS eee ae ee 
Class <B> ‘Snares sein. 5 6: alc Wee ee 


Number of Shares Outstanding — End of Year .......... 
Number of Shareholders. 2.03.20) ope aus enone 


Note 1 — Earnings per share calculated on basis of average 
number of shares outstanding during the year. 


Operating 


Production and Sales 
Crude Oil and Natural Gas Liquids 


Production) — bamelsperidayr Ue. sss, sea a cee eerie 
Natural Gas Sales — thousand cubic feet per day ....... 
SUIDHUF-Sales j-ongutons tc. anor ts) 1c ee ce tee een 


Proven Developed Reserves 


Crude Oil and Natural Gas Liquids — barrels ......... 
Natural*Gas —athousands culbiecteat sre eaten. colette ese cas 


Drilling Activity 


Gross’ Wells Drithed eos 000 et een ee eerie en cussions 
Net @ik Wells ccc sacs occa it nee ee rete re eis eat 
Net Gas Wells Siivs, is occa ate ee epee ine te ceca ae 
Net’ Bry; Wells 202.0 sen eee ree eee nee eer 


Exploration Acreage 


Gross. ACKES ioc sec ae eee « See eee a: 
IN@ESACI@S. 65). w elena eae eee eee 


Daily Average Pipe Line Gatherings 


Cremona Pipe Line Division (wholly- Pek SR RRs Cie 8 
Federated Pipe Lines Ltd. (50% owned) ............... 


$ 25,405,000 


$ 4,453,000 
$ 83 
$ 6,343,000 
$ 1.18 
$ 11,610,000 
$ 2.16 


$ (42,315,000) 
$ 93,423,000 
$120,681,000 
$ 64,092,000 
$ 20,801,000 
$ 54,758,000 
$ 33,028,000 


$ 15,282,000 
$ 1,883,000 


$ 50 

$ 50 
6,102,000 
13,200 


15,757 
67 237 
38,182 


156,923,000 
779,659,000 
1,493,000 


8,319,000 
4,640,000 


39,268 
156,001 


24,158,000 


4,923,000 
OF 

261,000 
.O5 

11,130,000 
220 


(3,529,000) 
64,117,000 
106,798,000 
90,333,000 
18,415,000 
35,092,000 
25,107,000 


6,597,000 
2,723,000 


30 
50 


5,091,000 
13,000 


14,291 
61,033 
42,182 


152,885,000 
698,697,000 
1,636,000 


6,872,000 - 


3,701,000 


37,193 
140,235 


23,109,006 


5,030,006 
1.01 


10,880,000 
2.10 ae 


4,764,006 
51,833,006 
101,401,006 
86,624,000 
16,309,006 
34,352,00( 
22,404 ,00C 


6,387,006 
4,032,00( 


oO 
50 


5 046,006 
13,70€ 


13,40( 
56,770 
20,34: 


151,625,000 
721,606,000 
1,241,006 


| 
6,236,000 
3,118 0 


36 /265 
128 Aa 


1965 


21,827,000 


5,390,000 


11,273,000 
2.30 


(6,873,000) 
50,128,000 
92,204,000 
69,941,000 
14,269,000 
32,962,000 
19,833,000 


5,296,000 
2,876,000 


50 
50 


4,936,000 
13,900 


12,809 
61,823 
14,714 


152,489,000 
677,001,000 
* 


78 
11 

3 
21 


5,762,000 
2,382,000 


36,348 
110,719 


1964 


19,445,000 


4,147,000 
87 
1,012,000 
ve 
9,718,000 
2.04 


3,659,000 
36,331,000 
85,716,000 
67,287,000 
11,797,000 
32,186,000 
16,344,000 


3,495,000 
3,259,000 


(So 
eis) 


4,842,000 
12,800 


11,623 
59,269 
19,913 


114,937,000 
601,833,000 
* 


52 
16 
1 
8 


5,759,000 
2,035,000 


33,496 
82,252 


1963 1962 1961 
14,412,000 13,140,000 1,959,000: 
2,188,000 1,374,000 1,174,000 
50 30 .26 
1,034,000 a My 
24 = — 
6,941,000 5,399,000 4,631,000 
1.60 19 A.O2 
(1,001,000) (3,317,000) 1,281,000 
33,887,000 41,169,000 40,614,000 
64,559,000 60,744,000 58,326,000 
47,069,000 52,430,000 55,943,000 
9,339,000 7,956,000 7,150,000 
29,796,000 24,854,000 24,820,000 
12,493,000 15,174,000 14,314,000 
2,933,000 2,045,000 2,165,000 
3,528,000 2,226,000 2,618,000 
25 20 Was) 
25 = = 
4,565,000 4,548,000 4,542,000 
12,800 13,000 13,000 
10,042 9,402 8,908 
52,497 43,136 36,073 
6,569 4,392 A DOD 
84,419,000 TV 25,000 73,196,000 
555,300,000 506,660,000 497,713,000 
* * * 
68 65 78 
8 9 11 
3 2 1 
9 10 11 
4,712,000 3,561,000 3,609,000 
1,408,000 1,007,000 1,055,000 
31,862 29,260 gaye I! 
67727) 58,918 42,257 


21 


1960 


9,282,000 


33,000 
01 
2,690,000 
59 
3,290,000 
oe 


(9,454,000) 
39,763,000 
54,936,000 
42,315,000 

6,461,000 
24,818,000 
13,654,000 


2,570,000 
4,713,000 


25 
4,542,000 
13,030 


66,820,000 
459,271,000 
* 


98 
+9 
yi 
7 


3,791,000 
1,189,000 


10,850 
19,654 


1959 


7,781,000 


(1,130,000) 
(.25) 


3,146,000 
.69 


(31,954,000) 
34,421,000 
53,463,000 
14,122,000 

6,710,000 
24,818,000 
11,500,000 


2,703,000 
5,136,000 


25 
4,542,000 
12,600 


54,981,000 
297,096,000 
* 


57 
1 
3 
6 


4,725,000 
1,660,000 


9,452 
Dabo 


rN 
Atlantic Richfield Company wy 


Home Oil currently owns the equivalent of 400,000 common shares of Atlantic Richfield Company, (refer to Financial 
Section) acquired at a cost of $43,476,000 (U.S.) or approximately $108.70 (U.S.) per share. These shares represent 
less than one percent of the outstanding shares of Atlantic Richfield. 


As noted earlier, the merger of Sinclair Oil Corporation into Atlantic Richfield Company was completed on March 
4, 1969 and results in the formation of one of the largest integrated enterprises in the petroleum industry with assets 
of approximately $3.8 billion. The merged company had crude oil and natural gas liquids reserves of 3.3 billion 
barrels and natural gas reserves of 10.9 trillion cubic feet as of January 1, 1968. Net income of the merged 
company was $225,661,000 in 1968 as compared to $225,377,000 last year. 


Atlantic Richfield is engaged in exploration, production, transportation and marketing of crude oil, natural gas and 
petro-chemicals. The merged company has marketing outlets in 46 of the 48 states of the continental United States 
and operates five U.S. refineries having a combined capacity of 666,000 barrels per day. It also has substantial 
interests in Venezuela and Iran and markets refined products in Europe. 


In the North Slope area of Alaska, Atlantic Richfield participated in an important oil discovery on a 90,000 acre block 
of leases in which it owns a 50% working interest. Two wells, seven miles apart, have flowed oil from specific 
intervals at test rates of 2,300 and 2,415 barrels per day, respectively. Atlantic Richfield announced that the firm of 
petroleum consultants, DeGolyer and MacNaughton, has stated that a recovery of some five to ten billion barrels 
of oil from the structure is a reasonable expectation. Currently 15 wells are being drilled or being prepared for 
drilling by several companies in the North Slope area. 


As a result of the discovery, studies for a $900,000,000 48’ pipeline are underway. The proposed line will run from 
Prudhoe Bay in the north to a port on the Gulf of Alaska, some 800 miles to the south. The proposed line will have 
an initial daily capacity of 500,000 barrels of crude and a potential daily capacity of 2,000,000 barrels. 


Trans-Canada Pipe Lines Limited a 


At December 31, 1968 the Company’s investment in Trans-Canada Pipe Lines Limited stood at 1,291,885 common 
shares, representing 15.6% of the outstanding shares. The year 1968 was a most eventful one for Trans-Canada as 
a new sales record was set and construction was completed on the Great Lakes Gas Transmission Company system. 


Operating revenue for 1968 increased by 16% to $195,659,000. Net income, after provision for dividends on 
preferred shares, was $12,626,000 or $1.53 per share compared to $12,059,000 or $1.46 per share in 1967. Divi- 
dends of $1.00 per common share were continued during 1968. 


Total sales volume increased 17.5% to 516 billion cubic feet in 1968. Average daily throughput reached an all time 
high of 1.4 billion cubic feet in 1968 with a single day record of 2.0 billion cubic feet being reached late in the year. 
The completion of the Great Lakes project means that additional volumes of Western Canadian gas can be trans- 
ported to markets in Eastern Canada via the shortest possible route. In addition, this new 1,000 mile pipeline will 
serve the fast growing markets in the United States Middle West. 


During 1968, Trans-Canada obtained a permit from the Province of Alberta to remove an additional 2.1 trillion cubic 
feet of natural gas. Following this, intensive negotiations for the purchase of large volumes of gas were carried out 
to a successful conclusion with producers in the new Strachan, Bragg Creek and Whiskey Creek fields. With these 
new purchases large volumes of gas are now available for sale in Canadian and American middle west markets. 
Sales in 1969 are expected to increase 15% to an annual volume in excess of 600 billion cubic feet. 


Calgary Power Ltd. 
Home Oil’s shareholding in Calgary Power Ltd. remained unchanged at 526,875 shares at December 31, 1968. 


Calgary Power Ltd. supplies two thirds of the electricity requirements of the Province of Alberta. The Company’s 
energy sales in 1968 were 4,039 million kilowatt hours, an increase of 12.6% over 1967. This marked increase 
reflected the strong growth in sales to the oil and gas industry and to other industrial customers. 


Gross operating revenue for 1968 of $46,493,000 was $4,563,000 more than the preceding year while net income 
for 1968 was $9,950,000, compared with $9,724,000 in 1967. Net earnings per common share amounted to $1.64, 
as compared to $1.59 in 1967. During 1968 the Company paid dividends of $0.80 per share. 


The growth of Calgary Power is closely related to the growth of the Alberta economy. During 1968 marketing and 
harvesting difficulties in the agricultural section of the economy were more than offset by gains in the industrial 
sector. Continued growth in the resource based industries is expected to maintain the economy of the Province 
at a high level and to provide many opportunities for new load on the Company’s system. 
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*ROBERT A. BROWN, 
Calgary, Alberta 
President and Ma 
Chairman and Pres 
President of Natur 
Director of Trans-Ca 
Calgary Power Ltd., 


Company, 


*ROBERT W. CAMPBELL 
Calgary, Alberta ; 
Executive Vice-President and General Manager of the Company; 
Executive Vice-President and Director of Cygnus Corporation Limited; 
Vice-President and Director of Natural Resources Growth Fund Ltd.; 
Director of Trans-Canada Pipe Lines Limited. 


London, England 
Chairman of the Board of Home Oil of Canada Limited. 


MARSH A. COOPER 
Toronto, Ontario 

President and Managing Director of Falconbridge Nickel Mines Limited; 
Chairman of the Board of McIntyre Porcupine Mines Limited; 
Director of The Granby Mining Co. Ltd., Jefferson Lake Petrochemicals of 
Canada Ltd., Natural Resources Growth Fund Ltd., Crown Life Insurance 
Company, National Trust Company, Limited, Bridge & Tank Co. of Canada Ltd. 


E. FRED DAVIS 
Los Angeles, California 
Consultant to the Company. 


*MERVYN A. DUTTON 

Calgary, Alberta 

President of Chinook Shopping Centre Ltd.; 
Director of Crown Trust Company. 


PERCY M. FOX 

Montreal, Quebec 
Chairman of the Board of The Great Lakes Paper Company, Limited; 
President of Mohawk Corporation Limited; 
Director of Argus Corporation Limited, Canadian Imperial Bank of Commerce, 
The Royal Trust Company, Domtar Limited, St. Lawrence Corporation Limited. 


a ala \ SAGAVAN DEVELOPMENT 
Partner of James, Buffam & Cooper; = ; CONTRACT AREA 


Vice-President and Director of Alminex Limited and Canadian Gas and 
Energy Fund Ltd.; 
Director of Cygnus Corporation Limited, Eldorado Nuclear Ltd., Falconbridge 
Nickel Mines Limited, National Trust Company, Limited, The Patino Mining 
Corporation, Bridge & Tank Co. of Canada Ltd., Dome Mines Limited, 
Campbell Red Lake Mines Limited, The Granby Mining Company Limited. 


HARRY |. PRICE 
Toronto, Ontario 

Chairman of the Board of Harry Price Hilborn Insurance Limited; GUBIK FIELD 
Chairman of the Executive Committee and Director of Burns Foods Limited; , (GAS) 
Director of Bridge & Tank Co. of Canada Ltd., Cygnus Corporation Limited. ey, 


JOHN B. SANGSTER 
Regina, Saskatchewan 
Director of Guaranty Trust Co. of Canada, Natural Resources Growth Fund Ltd. 


a 


RENAULT ST-LAURENT, Q.C., LL.D. 

Quebec City, Quebec 

Partner of St-Laurent, Monast, Desmeules & Walters; 
Director of Air Canada, Anglo-Canadian Pulp and Paper Mills, Ltd., Rock City 
Tobacco Co. (1960) Ltd., Banque Canadienne Nationale, National Trust 
Company, Limited, Sicard Inc., The Imperial Life Assurance Company of 
Canada, Scott Paper Limited, Gelco Enterprises Ltd., Canadian National 
Railways, Canadian Breweries Limited. 


*G. HARRY THOMPSON, M.C., D.U.C. pe 
Calgary, Alberta tea | 


Chairman of the Board of Calgary Power Ltd.; 
Vice-President and Director of Montreal Engineering Company Ltd.; 
Director of Trans-Canada Pipe Lines Limited, Natural Resources Growth 
Fund Ltd. 


ALVIN J. WALKER 
Montreal, Quebec 
Director of Holt Renfrew & Co. Ltd., Canadian Fur Investments Ltd., Grouped 
Income Shares Ltd., Windsor Hotel Ltd., Imperial Trust Co. Ltd. 


JAMES B. WEIR, O.B.E., E.D. 
Montreal, Quebec 
Chairman of the Board of Oswald Drinkwater & Graham Ltd. 


RALPH F. WILL 
Calgary, Alberta 
Private Investments. 


*Member Executive Committee 


VIN 
Atlantic Richfield Company \w 


Home Oil currently owns the equivalent of 400,000 comm 
Section) acquired at a cost of $43,476,000 (U.S.) or appre 
less than one percent of the outstanding shares of Atlant: 


As noted earlier, the merger of Sinclair Oil Corporation 
4, 1969 and results in the formation of one of the largest 
of approximately $3.8 billion. The merged company hac 
barrels and natural gas reserves of 10.9 trillion cubic 
company was $225,661,000 in 1968 as compared to $225,3 


Atlantic Richfield is engaged in exploration, production, 1 
petro-chemicals. The merged company has marketing ou 
and operates five U.S. refineries having a combined ca 
interests in Venezuela and Iran and markets refined proc 


In the North Slope area of Alaska, Atlantic Richfield partic 
of leases in which it owns a 50% working interest. Two 
intervals at test rates of 2,300 and 2,415 barrels per day, 1 
petroleum consultants, DeGolyer and MacNaughton, has 
of oil from the structure is a reasonable expectation. Cu 
drilling by several companies in the North Slope area. 


As a result of the discovery, studies for a $900,000,000 4 
Prudhoe Bay in the north to a port on the Gulf of Alaska, 
an initial daily capacity of 500,000 barrels of crude and ap 


Trans-Canada Pipe Lines Limited < 


At December 31, 1968 the Company’s investment in Tran 
shares, representing 15.6% of the outstanding shares. Th 
a new sales record was set and construction was complet 


Operating revenue for 1968 increased by 16% to $195, 
preferred shares, was $12,626,000 or $1.53 per share co 
dends of $1.00 per common share were continued durin 


Total sales volume increased 17.5% to 516 billion cubic f 
high of 1.4 billion cubic feet in 1968 with a single day rec 
The completion of the Great Lakes project means that ad 
ported to markets in Eastern Canada via the shortest pos 
serve the fast growing markets in the United States Midd 


During 1968, Trans-Canada obtained a permit from the Pr 
feet of natural gas. Following this, intensive negotiations 
to a successful conclusion with producers in the new Str 
new purchases large volumes of gas are now available f 
Sales in 1969 are expected to increase 15% to an annual 


Calgary Power Ltd. 


Home Oil’s shareholding in Calgary Power Ltd. remain: 


Calgary Power Ltd. supplies two thirds of the electricity r 
energy sales in 1968 were 4,039 million kilowatt hours, 
reflected the strong growth in sales to the oil and gas ind 


Gross operating revenue for 1968 of $46,493,000 was $4,. 


for 1968 was $9,950,000, compared with $9,724,000 in 1% 
as compared to $1.59 in 1967. During 1968 the Compan) 


The growth of Calgary Power is closely related to the grow 


harvesting difficulties in the agricultural section of the e 


sector. Continued growth in the resource based industries 
at a high level and to provide many opportunities for nev 
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